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25X1A%  25X1X7 yye . | cosor. 5/7F, discussed Soviet Bloc exchange

25X1A9a rates, which is the mejor interest of ber branch. Their chief problew is

10 detaruine the Jdollar eaguivalent of rubls sums.

An exchangs rate is simply ons currency stated in terms of another.
In the West it is usually determined by government action. Western exchange
rutes are fairly reslistis, and they do reveal the different purchasing
povers of money. The price of sterling is determined at three dol;arg per
pound, thus, the dollar times three will purchase wvhat the pound steriing
wiil. As prices vary, the realistic sxchange rate will wary.

The Bloc exchange rates are administered prices als:. but the distin-
pguishing feature is that the Bloc countries bave & dual price systew. They
have one sxchange rate for comserciel transactions, vhich are the purchase
snd sele of comrodities or coamsodity transport, and ascther for noncommercial
transnctions, such as tourist trade, embassy receipts. etc. The Bloc
purposely maintains this dual price system in order to insulate the Communist
sconcreies from outaide influences.

Bloc currencies are internmal currenciss--they have no international
usne . When the Bloc undertakes trensactions, they do it in another currency.
Transsctions with the Westi are in weatsrn currency--sterling, Swisa frencs,
ate.--and financial accounts are kept in Western currency. Trade within
the Bloc is carrisd on in terms of rubles, which is & foreign exchange ruble.
he latter differs from the domsstic Soviet ruble, as it is only an agcounting
unit end there is no currency to repressut it. The valus of the foreign
sichange ruble is about twice as high as the domestic ruble. D/A estimates
that the domsstic ruble is warth about eight or tez rubles to the dollar, vhile
the foreigp exchangs rucle is at the rates of four rubles to the dellar.

Under this dual price system, s Bloc country vill buy within the country
&% domeatic prices and sell outsida the country at forelgn sxchangs prices.
Wher they lumport goods, the reverse is true, sc that they lose on exports
and gain on Jjoports. Thelr problem iz to get the profit an imports to cover
the losse: co exports. Lut this does not alvmys heppen. Ip 1952 East Cermany
had & loss on both ilmporic and exports, end in the =id 1650's Rumania hed e
profit oz both exports and imports.
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Bloe exchange rates are significant only for internal accounting
purposes and are used ouly by the Satellites. The USSR does not botheyr
to coavert foreign exchinge rubles into domestic rubles. These official
commercial exchange ratss are on the whole reascnable exchange rates
because prices in intra-Bloc timde in rubles are approximately four times
Wes'.ern prices in dollars. Thus, the rate of four rubles to one dollar
is a meaningful rate. Cross exchange rates for commercial purposes are
consistent. '

For noncommercial tyansactions there was no dual exchange rate until
4957. Depreciation of Kloc currencies for noncoamercial transections
apparently was an attempt to reflect more accwnately relative internal
price levels, .

Gn 6 August the Committee meeting will be devoted to a
recapitulation of developments in the economies of the European
Satellites during the first six months of 1958. We hope to
have representatives from as many branches as possible to A
purticipate in this discussion. The meeting -will be held at
1330 in Room 1121 M Building. . .

25X1A9%9a

-2 -
rrarsit e sine = )

Sanitized - Appfoved For Release : CIA-RDP61S00527A000200190017-8



